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Introduction

The following report is provided to supply information in relation to Rutherford
County’s issued debt. This report is divided into the following sections: Rutherford
County Debt History, Purpose of Rutherford County Indebtedness, Rutherford
County Legal Debt Margin and Statewide Debt Comparison, Rutherford County
Debt Detail, Components of Understanding Debt, Value of Debt Financing, Current
Status of School Capital Reserve Fund, County Building Capital Reserve Fund and
Water and Sewer Capital Reserve Fund, and Summary.

An additional purpose of this report is to provide Commissioners and School Board
Members with factual information to make decisions on future debt issuances. In
addition, this report can serve as valuable information to the public in order to
better understand this issue in both historical terms and the present.

Rutherford County Debt History

Beginning in 1990, Rutherford County began an aggressive building program,
principally in the area of school construction. As Chart One, Summary of Debt
Outstanding as % of Property Value for Fiscal Years Ending 1990-2009
shows, Rutherford County has incurred $137,982,429 in debt during this twenty
year period. The debt incurred in FY2008-2009 will add $5,938,838 to the previous
debt balance on 6-30-08 of $71,921,640. This will result in a projected debt balance
of $69,983,857 on 6-30-09 based on the debt payments scheduled to be made in
FY2008-2009 in the amount of $7,876,621.

Rutherford County’s debt as a percentage of property value peaked in 1994 at
2.37%. As this chart shows it is projected to be 1.19% on 6-30-09. This will be a
seven year low based on property values. In other words, it will be at a seven year
low based on the county’s theoretical ability to pay.
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Chart One: Rutherford County, NC

Summary of Debt Outstanding as % of Property Value
For Fiscal Years Ending 1990 - 2009

Debt Incurred

Debt Paid

End Debt Balance

Debt as % of

Property Valuation Prop Value

2009 $ 71921640 $ 5938,838$ 7,876,621 $ 69,983,857 $  5,868,300,000
2008 $ 58,234,686 $ 20,009,270 $ 6,322,316 S 71,921,640 $  5,763,453,000
2007 S 55,990,633 $ 7,906,198 S 5662,145 $ 58,234,686 $  4,268,223,000
2006 $ 53,864,028 $ 7,157,800 S  5031,195 $ 55,990,633 $  4,101,537,000
2005 $ 57,140,178 $ 1,139,009 $  4,415159 $ 53,864,028 $  3,952,494,000
2004 $ 60,545,049 $ 767,335 $ 4,172,206 S 57,140,178 $  3,900,698,000
2003 S 32,398,883 $ 31,252,470 $ 3,106,304 $ 60,545,049 $  3,929,689,000
2002 $ 31,858,631 & 3,753,000 S 3,212,748 $ 32,398,883 S  3,211,673,000
2001 S 34,438,725 $ 536,658 $ 3,116,752 $ 31,858,631 S  3,134,189,000
2000 $ 36,269,549 $  1,198,115$ 3,028,939 $ 34,438,725 $  3,087,216,000
1999 $ 38,125,370 $ 1,099,000 S 2,954,821 $ 36,269,549 $  3,016,565,000
1998 $ 41,008,127 S 200,000 $ 3,082,757 $ 38,125,370 $  2,985,107,000
1997 $ 43,614,055 $ 496,134 $ 3,102,062 S 41,008,127 $  2,799,619,000
1996 $ 45,701,361 $ 970,674 $ 3,057,980 $ 43,614,055 $  2,691,902,000
1995 $ 47,452,894 $  1,125175% 2,876,708 S 45,701,361 $  2,611,532,000
1994 $ 37,098,662 $ 13,489,389 $ 3,135,157 $ 47,452,894 $  2,005,663,000
1993 $ 29,015,112 $ 10,001,719 S 1,918,169 $ 37,098,662 $  1,988,630,000
1992 $ 30,759,356 $ 208,500 $ 1,952,744 $ 29,015,112 $  1,958,331,000
1991 $ 16,535,880 $ 15,343,500 S 1,120,024 $ 30,759,356 $  1,912,581,000
1990 $ 1,578,695 $ 15,389,645 $ 432,460 $ 16,535,880 $  1,879,706,000
Totals $ 137,982,429 S 69,577,267

1.19%
1.25%
1.36%
1.37%
1.36%
1.46%
1.54%
1.01%
1.02%
1.12%
1.20%
1.28%
1.46%
1.62%
1.75%
2.37%
1.87%
1.48%
1.61%
0.88%

* Total incurred and paid have been adjusted for refinancings of $25,410,000 that occurred in FY 2003 and $25,575,000

in FY 1994. These figures are net of the amount refinanced and the new financing to not inflate the amounts

incurred and paid.




Purpose of Rutherford County Indebtedness

Rutherford County’s debt is divided into five categories: Public School financing, county
building financing, water and sewer financing, lease purchase short term debt, and ICC
building financing.

Public School Financing:

A total of $54,543,013, or over 75% of the county’s debt relates to educational facilities.
This debt is being serviced by the School Capital Reserve Fund (with the exception of a
portion of the Lifelong Learning Center which is paid by the County Building Capital
Reserve Fund). Revenues for the School Capital Reserve Fund come from 94% of the
Article 40 sales tax, 60% of the Article 42 sales tax, ADM funds set aside by the state from
corporate income tax, lottery funds and interest earnings. The County is required by State
statute to use 30% of Article 40 and 60% of Article 42 sales tax, the ADM funds and the
lottery funds, as well as the interest earned on all of these, for school construction and/or
capital needs.

County Building Financing:

A total of $11,096,196, or over 15%, of the county’s debt relates to the county building
program. For the most part, this debt is being serviced by the County Building Capital
Reserve Fund. Revenues for the County Building Capital Reserve Fund come from 40% of
the Article 42 sales tax, 2.1 cents of the county property tax and interest earnings. In
addition, two debt issues with amounts outstanding of $960,071 and $1,213,334 are repaid
by the general fund. These are for the 74 Corporate Center.

Water and Sewer Financing:

A total of $3,239,830 or 4.5% of the county’s debt relates to the County Water and Sewer
Capital Reserve Fund. This debt is being serviced by 7% of the Article 39 one cent of county
sales tax, tap fees, and interest earnings.

Lease Purchase Short Term Debt

A total of $3,042,601 or 4.23% of the county’s debt relates to lease purchase. Annual
purchases of vehicles, computer technology equipment and other capital items are financed
for periods from three to five years. These amounts are paid by the fund that benefits from
the purchase (i.e. general, 911, Register of Deeds Automation Enhancement, etc.)

ICC Building Financing:

Revenues for the ICC Capital Reserve Fund come from 6% of the Article 40 sales tax and
interest earnings. Currently ICC has used funds from their building fund to pay annual
capital cost. This is included for informational purposes since these funds have a dedicated
revenue stream and the college may request the ability to borrow funds in the future.



The attached Appendix One, Detail for Rutherford County Debt 6-30-2008, illustrates
each debt issuance by purpose, amount, payment source and final payment date.

Rutherford County Debt Detail

Rutherford County’s total debt is $71,921,640 as of June 30, 2008. As stated in the
previous section, Appendix One, Detail for Rutherford County Debt, outlines
the county’s debt by purpose, amount, payment source, and final payment date.
Chart Two below, Summary by Source of Payment, groups the county debt by
source of payment.

Chart Two: Summary by Source of Payment

Total debt to be paid from $54,098,104 | Represents 75.22% of total
School Capital Reserve debt

Total debt to be paid from $9,367,700 | Represents 13.03% of total
County Building Capital debt*

Reserve Fund

Total debt to be paid from $3,239,830 | Represents 4.50% of total
Water and Sewer Capital debt

Reserve Fund

Total debt to be paid from $5,216,006 | Represents 7.25% of total
General Fund debt**

Total Installment $71,921,640

Financing/GO Debt

Outstanding June 30,

2008

*Note that the county pays 10% of the financing that includes the Lifelong Learning
Center from the County Building Capital Reserve Fund. This explains the
difference in figures shown here as compared to the more detailed schedule shown
in Appendix One.

**58.33% of this debt will be paid by the year 2012




In addition, Chart Three, Summary of Debt by Type, categorizes the debt
payment into categories by type. As this chart shows, almost 76% of Rutherford
County’s debt is for education.

Chart Three: Summary of Debt by Type

Total debt related to $54,543,013 | Represents 75.84% of total
Education debt

Total debt related to other $8,922,791 | Represents 12.40% of total
public facilities debt

Total debt related to $5,413,235 | Represents 7.53% of total
Economic Development debt

Various Financings for $3,042,601 | Represents 4.23% of total
Vehicles, Equipment, and debt

Information Technology

Total Installment $71,921,640

Financing/GO Debt

Outstanding June 30,

2008

Rutherford County Legal Debt Margin

The following information concerns the legal debt margin for Rutherford County.
Appendix Two, Rutherford County, North Carolina Legal Debt Margin Last
Ten Fiscal Years taken from the Rutherford County Comprehensive Annual
Financial Report dated June 30, 2008 is the source of this information.

As the audit report states, “The County is subject to the Local Government Bond
Act of North Carolina which limits the amount of net bonded debt the County may
have outstanding to 8% of the appraised value of property subject to taxation. By
law, the general obligation debt subject to the limitation may be offset by amounts
set aside for repaying general obligation bonds.”

Based on 2008 data, the county debt limit is detailed in Chart Four, Rutherford
County, North Carolina Legal Debt Margin 2008.




Chart Four: Rutherford County, North Carolina Legal Debt Margin 2008

Assessed value of property-January 1, 2007 $5,763,453,025
Debt Limit*8% assessed value $461,076,242
Total net debt applicable to the limit $71,921,460
Legal debt margin $389,154,602
Total net debt applicable to the limit as a 15.60%
percentage of debt limit

As this chart shows, the county’s long term debt is $71,921,640 as of 6-30-08. This
is 15.60% of the county’s potential debt by LGC (Local Government Commission)
defined limits. The county has $389,154,602 of potential additional debt capacity
subject to LGC approval. However, the LGC also takes other items into
consideration when reviewing financing requests such as source of payment and
debt ratios.
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Components of Understanding Debt

North Carolina is unique among the 50 states in that all local government General
Obligation debt must be approved and sold by the Local Government Commission.
Lease-purchase or installment purchase agreements must be approved by the Local
Government Commission if the agreement extends 5 or more years, if the
agreement obligates the unit to pay money to another entity, if the agreement
obligates the unit to pay at least $500,000 over the term of the agreement, and if
the agreement obligates the unit, either expressly or implicitly, to levy taxes to meet
payments under the agreement. All of the County’s debt outstanding at June 30,
2008 has been approved by the Local Government Commission with the exception of
the lease purchase short term debt. The $3.25 million loan that the County is
financing in FY 2008-09 for Building Projects has also been approved by the Local
Government Commission.

There are three important components analyzed under this section to better
understand and analyze Rutherford County’s debt ability. Those factors analyzed
in this section are debt as a percent of appraised property value, debt per capita,
and the amount of fund balance available for appropriation.
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Rutherford County’s ratios in these areas as compared to other groups similar to
our County are detailed in Chart Five, Comparison of Debt Ratios as of June
30, 2007 (Latest Information Available)

On a debt per capita basis in three of the four comparisons made in this chart,
Rutherford County’s debt ratio ($858) is below other counties; average of counties
rated like Rutherford County( $1,006 with a range of $463 to $1,635), average of
counties with similar property values ($1,010 with a range of $463 to $1,528) and
state wide average ($1,280 with a range of $20 to $4,592). In one category, average
of counties in our population group, Rutherford County is above the group debt
margin ($716 with a range of $72 to $1,635).

As a percent of appraised property value, Rutherford County’s debt ratio (1.272%) is
lower in average of counties with similar property values (1.381% with a range of
.683% to 2.225%) and statewide average (1.474% with a range of .05% to 3.858%)
and above average counties rated like Rutherford County (1.254% with a range of
.683% to 1.904%) and average of counties in our population group (.942% with a
range of .117 % to 2.254%).

Chart Five: Comparison of Debt Ratios
As of June 30, 2007 (Latest Information Available)

As Percent of Appraised Debt Per Capita

Property Valuation
Rutherford County 1.272% $858
Average of Counties Rated 1.254% $1,006
Like Rutherford County
Average of Counties with 1.381% $1,010
Similar Property Values
Average of Counties in our .942% $716
Population Group
State-wide Average 1.474% $1,280

One other important component to understand related to debt is fund balance found
in Appendix Three, General Fund Balance from FY2002-2003 to FY2009-2010.
Rutherford County’s estimated fund balance available for appropriation on 6-30-
2010 is $11,271,369 or 19.77%. This is based on estimates made as of December 31,
2008 and assumes a reduction in fund balance of $1.5 million over a two year period
because of economic conditions. This is subject to Commissioners approved budgets.
The county added $1.8 million to fund balance in FY2007-2008. However, the point
of this illustration is that a healthy fund balance is viewed as a key component of a
governmental unit’s ability to repay debt.




The latest financial ratings from Fitch Ratings, Standard & Poor’s, and Moody’s are
provided in Appendix Four. Although the overall economy has changed since these
ratings have been made, one statement is significant.

Fitch: “The “A+” rating on GO bonds reflects the county’s solid financial position
and moderately low debt levels with above average amortization.”

Based on all professional analytical standards—debt as a percentage of appraised
property value, debt per capita and fund balance, Rutherford County has made
sound financial decisions as it relates to capital financing.

Value of Debt Financing

As demonstrated throughout this report on county debt, the major purpose of this
debt is school construction accounting for 76% of total debt outstanding as of June
30, 2008. Because Rutherford County has been so progressive and forward
thinking, the county has made tremendous strides in school construction. Since
1990, Rutherford County has built one new high school, renovated two other high
schools, built two new middle schools, renovated one other middle school, built six
new elementary schools and renovated two additional elementary schools.
Appendix Five, Average School Costs, illustrates the increase in new school
construction from 2002-2008. The average cost per square foot has increased from
$96.62 to $167.24. Had the county not moved forward with financed construction
and used a “pay as you go” concept instead, construction costs would have escalated
by more than 73% during this six year time period limiting the number of facilities
that could be constructed. While costs have inflated by more than 73%, the County
has been able to borrow funds at attractive rates due to its healthy financial
condition. Financing has allowed the buildings to be used sooner by the school
system and spreads the cost of the school over the life of its users.

Building Capital Reserve Fund, and Water and Sewer Capital
Reserve Fund

Sales tax is a source of revenue for the Schools Capital Reserve Fund, the County
Building Capital Reserve Fund, and the Water and Sewer Capital Reserve Fund.
We have updated projections for these funds over the past couple of weeks to reflect
the decline in sales tax that we saw in our January and February sales tax
distributions due to the economic downturn. It has been reported that the State has
seen some stabilization in the sales tax figures in the past few weeks. The Article
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39 sales tax, which is based on the County’s economy, increased by approximately
15.5% for the six months ended December 2008 as compared to the previous year.
The January and February distributions decreased 3.5% representing a total
decline of 19% as compared to the July to December 2008 time period. The Article
40 and 42 sales taxes, which are based on the statewide economy, had remained
relatively flat for the six months ended December 2008 as compared to the previous
year. The January and February distributions decreased 23%.

Not only has the Schools Capital Reserve Fund had a declining sales tax revenue
stream in the past two months, County staff was made aware of revised ADM fund
projections provided by the State which have also decreased due to the decrease in
corporate income taxes. In addition, we were notified at the end of February that
the State is withholding approximately $250,000 from the October to December
2008 quarterly distribution of ADM and lottery proceeds. When the county and the
schools mutually agreed to a three year, $1,000,000 technology infusion beginning
in FY 2007-2008, it was stated that this would take the balance in the Schools
Capital Reserve Fund lower than it had ever been, which was right at $500,000.
Due to unprecedented economic conditions resulting in declining sales tax, ADM
and lottery figures, if future outflows previously planned from this fund move ahead
without adjustment, the fund will have a negative balance of approximately $2
million in FY 2012-13. As County staff continued to update projections over the
past few weeks and the negative balance resulted, meetings were held with School
Superintendent, Dr. John Kinlaw, to discuss efforts that could be made to reduce
the projected negative balance in the fund. Projected expenditures which can be
adjusted include the timing and/or the phasing in of the third phase of the schools
technology plan in the amount of $1 million, the furniture, equipment and
contingency balance for Rutherfordton Elementary in the amount of $1,450,000,
and the annual miscellaneous building capital request for future years of
approximately $250,000 per year. Dr. Kinlaw and his staff are currently analyzing
adjustments that can be made to these items to reduce this negative balance.

In addition, John Condrey, County Manager, and Julie Scherer, County Finance
Director, met with Dr. Myra Johnson, ICC President, and Stephen Matheny and
mutually agreed to postpone the additional phasing in of the college receiving sales
tax funds that had previously been used for schools. The college currently receives
6% of the Article 40 sales tax (or approximately 3% of the combined Articles 40 and
42) and were scheduled to receive 8% of Article 40 in FY 2009-10 and 10% of Article
40 in FY 2010-11, resulting in 5% of the combined Article 40 and 42 sales taxes.
These increases will be postponed until FY 2011-12 and FY 2012-13.

The County Building Capital Reserve Fund balance is projected to be approximately
$900,000 as of June 30, 2009 and will then increase each fiscal year until such time
the County decides to move forward with other projects. The County has not yet
entered into a financing to reimburse itself for the approximate $2.2 million that



was spent for the Moss and Littlejohn properties at the Daniel Road complex. If the
County does move forward with financing this reimbursement, the reimbursement
will provide further cash up-front to help leverage more projects in the few years.

The Water and Sewer Fund projections include the FY2009-10 planned issuance of
two-thirds GO Bonds for the projects the Board approved in May 2008. The Water
and Sewer Fund Balance is projected to be at a low of $754,002 in FY2017-18.

Summary

This report focuses on providing an historical perspective on Rutherford County
debt over the last twenty years. As of June 30, 2009 the estimated debt balance
($69,983,857) and debt reduction ($69,577,267) are approximately equal as a result
of actions over this twenty year period. Rutherford County’s debt based on the
county’s theoretical ability to pay is at a seven year low. However, because of
worldwide economic issues, County Commissioners have taken a judicious approach
to new debt with the exception, for the most part, of completing projects that had
already commenced. Any remaining projects are in planning stages until
Commissioners approve moving forward.

Rutherford County’s current debt is divided into four categories: public school
financing, county building financing, water and sewer financing and lease purchase
short term debt. Over 75% of the existing county debt is for school construction and
the funds used for repayment are required to be spent for school construction. Of
the remaining 25%, the county has dedicated revenue streams that account for
17.53% of the projects leaving 7.25% of existing debt to be paid by the general fund.

Rutherford County’s debt, based on professional analysts statements, emphasize
that the county has positioned itself in a “solid financial position and moderately
low debt level”. In addition, the county is soundly positioned in the three major
debt service analytical considerations —debt as a percent of appraised property
value, debt service per capita, and fund balance.

The current status of the County Building Reserve Fund and the Water and Sewer
Capital Reserve Fund is good. The School Capital Reserve Fund by virtue of the
economy and the State withholding of funds will need to be scaled back from earlier
anticipated expenditures. The county and school staff will continue to monitor the
fund and keep both Boards informed on the fund’s status.

By utilizing debt, Rutherford County has addressed a number of needs that allowed

facilities to be built and used by the citizens of the county starting in the early
1990’s. If the county had not taken that approach, building prices would have been
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greatly higher and the number of projects completed would be far less than what
has been accomplished.
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APPENDIX ONE

DETAIL FOR RUTHERFORD
COUNTY DEBT
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APPENDIX TWO

RUTHERFORD COUNTY, NORTH
CAROLINA LEGAL DEBT MARGIN
(LAST TEN FISCAL YEARS)
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Rutherford Gounty, North Carolina
Legal Debt Margin
Last Ten Fiscal Years

1999 2000 - 2001 2002

sessed value of property . $ 3,016,564,563 $:3,087,216,060 $ 3,134,189,340 $ 3,211,673,362
bt limit 241,325,165 246,977,285 250,735,147 256,933,869
-al net debt applicable to limit 25,820,000 23,590,000 21,365,000 19,145,000
jal debt margin 3 215,505,165 $ 223,387,285 $ 229,370,147 $ 237,788,869
otal net debt applicable to the limit

as a percentage of debt limit 10.70% 9.55% 8.52% 7.45%

‘e: The County is subject to the Local Government Bond Act of North Carolina which limits the amount of net

ded debt the County may have oulstanding to 8% of the appraised value of property subject to taxation. By law,

general obligation debt subject to the limitation may be offset by amounts set aside for repaying general
‘bation bonds.
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Legal Debt Margin Calculation for F-isca'l Year 2008
Assessed value - January 1, 2007 5,763,453,025
Debt Limit (8% of total assessed value) 461,076,242
Debt applicable to limit:

General obligation bonds 9,975,000

Other outstanding debt _ 61,946,640

Net debt applicable to limit 71,921,640

Legal debt margin

389,154,602




APPENDIX THREE

GENERAL FUND BALANCE FROM
FY2002-2003 TO FY2009-2010
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APPENDIX FOUR

FINANCIAL RATINGS FROM FITCH
RATINGS, STANDARD & POOR’S,
AND MOODY’S
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FltchRatmgs .

KNOW YOUR RISK

FITCH US MUNI SURVEILLANCE: RUTHERFORD COUNTY,
NC GOS AFFIRMED AT 'A+'; COPS AT 'A’

Fitch Ratings-New York-20 October 2008: In the course of routine surveillance, Fitch Ratings
affirms the following outstanding debt ratings for Rutherford County, North Carolina (the county):

"--$10 million general obligation (GO) bonds 'A+';
--$23 million certificates of participation (COPs), series 2002 'A’.

The Rating Outlook is Stable.

The 'A+' rating on the GO bonds reflects the county's solid financial position and moderately low
debt levels with above-average amortization. The countly's hmited economy is centered on
manufacturing, and economic indicators (including unemployment and income) are below-average
relative to the state and the nation.

The 'A’ rating on the COPs reflects the standard lease provisions, the essentiality of the financed
projects, and the fact that COP payments are subject lo annual appropnation, as well as the general
credit characteristics of the county. Mortgaged property conveyed under the deed of trust includes
the three financed schools, whose essentiality provides sufficient incentive to appropnate. Due to
the county's improved financial performance, exemplified by the increased reserve levels, the rating
no Jonger incorporates a one-notch enhancement reflecting the financial oversight of the North
Carolina Local Government Commission. The Stable Rating Outlook reflects Fitch's expectation
that continued conservative financial planning will allow the county to maintain its solid financial
position, despite potential vulnerability from housing market softening and the broader economic
slowdown.

County financial operations are stable, and available reserves, which have increased since the
beginning of the decade, should provide an adequate cushion to weather potential shortfalls. Fiscal
2007 closed with an unreserved fund balance of $10.6 million, equal to 19.5% of spending, which 1s
a significant increase from the unreserved fund balance in Fiscal 2002 of $5.2 smllion and 12.9% of
spending. While the county plans to use a portion of fund balance n Fiscal 2008 for a Jand
purchase, the expectation 1s such that the county will reimburse itself for monies spent through a
debt financing in 2009, thereby replenishing reserves.

Rutherford County is Jocated in the Blue Ridge Mountains in weslern North Carolina, about 70
miles west of Charlotte. lts population of 63,012 has remained flat this decade, in contrast to the
moderate 10.5% growth of the 1990s. Sales i» new residential developments have stagnated,
although home prices increased on a year-over-year basis in the second quarter of 2008. While the
county's economy remains concentrated in manufacturing and 1s therefore somewhat vulnerable
during penods of economic softening, efforts have been made to diversify the employment and tax
bases. Growth in the tax base has been modest; a revaluation effective for Fiscal 2008 resulted m a
33% increase 1n the county’s tax base.

Contact: Jaissy Lorenzo +1-212-908-9167, or Alexandra Kmght +1-212-908-9181, New Y ork.

Note: Fitch issued an exposure draft on July 31, 2008 proposing a recalibration of tax-supported
and water/sewer revenue bond ratings which, if adopted, may result m an upward revision of this
rating (see Fitch research "Exposure Draft: Reassessment of the Municipal Ratings Framework'). At
this time, Fitch is deferring its final determination on municipal recalibration. Fitch will continue to
monitor market and credit conditions, and plans to revisit the recalibration n the first quarnter of
2009.

Media Relations: Cmdy  Stoller, New York, Tel: +1 212 908 0526, Emaik
cindy stoller@fitchratings.com.
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Fitch’s rating definitions and the terms of use of such ratings are available on the agency's public
site, "www.fitchratings.com'. Published ratings, criteria and methodologies are available from this
site, at all times. Fitch’s code of conduct, confidentiality, conflicts of interest, affiliate firewall,

compliance and other relevant policies and procedures are also available from the 'Code of Conduct’
section of this site. .
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TANDARD
. POOR'S

Primary Credit Analysts:
Michael P Taylor

New York

(1)212-438-1458
michael_tayloi@
standardandpoors.com
Secondary Credit Analysis:
Eden-Perry

New York

{1}212-438-71967
eden_peny@
standardandpoors.com

RatingsDirect
Publication Date
Nov. 20, 2007

PuBLIC FINANCE

Rutherford County, North Carolina

US$1.555 mil GO bads sef 2008 due 06/01/2009-2028

Long Term Rating AjStable New
Rutherford Cnty GO

Long Term Rating AfStable Atfirmed
Rutherford Cnty GO {FSA)

Unenhanced Rating A{SPUR}/Stable Affirmed
Rutherford Cnty GO {MBIA}

Unenhanced Rating AISPUR)/S1able Atfirmed

Many issues are enhanced by bond insurance

Rationale

The ‘A’ rating on Rutherford Counry, N.C.’s GO bonds series 2007 reflects the county’s:
» Steadily expanding and diversifying tax base,
* Sound financial performance, and
» Low overall debt burden with limited future capnal needs.
Tempering these credit strengths is the county’s imited local economy, which is concentrated
in the manufacturing sector and characterized by above-average unemployment rates and
below-average income levels.

The *A’ rating on the county’s previously issued GO debt has been affirmed.

The bonds are general obligations of the county for which it pledges its full faith and credit.
The county will use proceeds from the sale of the bonds to provide loans and grants to
municipalities, water authorities, and sanitary districts for the extension of water and sewer

service in the county.
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Rutberford County, North Carolina

Rutherford {2006 population: 63,867) is a suburban county in the Blue Ridge Mountains in western
North Carolina. The county’s residential real estate market, especially in the Lake Lure area, serves as a
main driver for tax base appreciation, and growth has been solid—between fiscals 2000 and 2007,
total assessed valuation (AV) increased by more than 38% to an estimated $4.27 billion. This increase
included a reassessment in 2002 and a decline in AV in fiscal 2004 due to declines in machinery and
equipment personal property AV associated with textile firm closures. Following a reassessment
effective fiscal 2007, the AV will again jump to roughly $5.6 billion.The county’s financial
performance remains sound. In fiscal 2007, the county posted a healthy general fund operating surplus
of $578,000, pushing the county’s unreserved general fund balance total to nearly $10.6 million, or a
sound 19.6% of operating expenditures. Taxes accounted for 68% of total revenues in fiscal 2007, and
expenditures came largely from human services (26.1%), education (21.3%), and public safety
(21.1%). The county’s unreserved fund balance has increased steadily since 2002 and has averaged
14.26% of expenditures over that period. The fiscal 2008 budget of $61.4 million is balanced, and
includes a property tax rate of 53 cents per $100 of AV, down 8 cents from 2007 due to reassessment.
According 10 management, the $1.1 million appropriation of fund balance will likely not be used, given
the anticipation of surpluses at fiscal year-end 2008.

Rutherford County’s management practices are considered “standard” under Standard & Poor’s
Financial Management Assessment (FMA). An FMA of standard indicates that the finance department
maintains adequate policies in some but not all key areas.

Following this issuance, Rutherford County’s overall debt burden is a low $1,178 per capita and
1.8% ol market value. Debt service carrying charges have historically been high, measuring between
11% and 12 % of general, special revenue, and debt service fund expenditures. Amoruzation is
moderate, with 48% of debt retired within 10 years and 100% in 20. The county intends on additional

borrowing in fall 2008 to fund various capital projects.

Outlook

The stable outlook reflects the expectation that the county’s economy will continue to expand and
diversify. Ongoing economic development should cause the irend of declining unemployment rates to

continue. The outlook is also reflective of the county’s sound financial and debt positions and limited

future debt needs.

Economy

Rutherford County (2006 population: 63,867) is a suburban county in the Blue Ridge Mountains in
western North Carolina. The county’s residential real estate market, especially in the Lake Lure area,
serves as a main driver for 1ax base appreciation, and growth has been solid—between fiscals 2000 and
2007, total AV increased by more than 38% to an estimated $4.27 billion. This increase included a
reassessment in 2002 and a decline in AV in fiscal 2004 due 10 declines in machinery and equipment
personal properry AV associated with textile firm closures. Following a reassessment effective fiscal
2007, the AV will again jump 10 roughly $5.6 billion.

The textile manufacturing sector has seen a sharp decline since the 1990s, when six of the leading 15
taxpayers were from that secior. The county’s commercial base is presently expanding with some new
entrants, including Tracker Marine and First Choice Armor, which manufactures bulletproof vests.

Rutherford’s Jeading employers include Rutherford Hospital (871), the Rutherford school system

Standard & Poor’s | ANALYSIS 23 2
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Rt}therford County, North Carolina

(750), Rntherfor_d County (534), Isothermal Community College (475), and Wal-Mart Stores Inc.
(450). Between 2002 and 2004, the county’s annual uncmp]oymt;nt rate spiked to levels of more than
10.6%, although the 2006 unemployment rate measured lower at 7.9%. Thé county’s income levels
remain below average, as evidenced by median household effective buying incomes that measured 81%
and 74% of the state and national levels, respectively, in 2006. The county’s per capita effective buying

income exhibits similar trends. Per capita market value is a solid $66,830.

Financial Management Assessment: ‘Standard’

Rutherford County’s management practices are considered “standard” under Standard & Poor’s FMA.
An FMA of standard indicates that the finance department maintains adequate policies in some but not
all key areas. The district uses assumptions based on historical data to plan its budget and reports
revenue and expenditure performance to budget monthly to the governing board. The county does not
currently have a long-term capital plan in place, but it is in discussions to implement a 10-year plan in
the future that indicates project costs and proposed funding sources. The district does not have formal

debt management or general fund balance policies in place at this time.
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Published by S1andard & Poor's. a Division of The McGraw-Hill Companies, Inc. Executive offices: 1221 Avenue of the Americas, New York, NY 10020
Editorial offices: 55 Water Street, New York, NY 10043, Subscriber services: (1) 212-438-7280. Copysight 2007 by The McGraw-Hill Companies, Inc
Reproduction in whole or in part prohibited excepl by permission. All rights reserved. Inf ion has been obtained by Standard & Peor’s trom sources
believed 10 be reliable. However. because of the possibility of human or mechanical ersor by our sources, Standard & Poor's or others, Standard & Poor's
does not guarantee the accuracy, adequacy, of compl o any infc ion and is not responsible for any errors or omissions or the result obtained
trom the use ot such information. Ratings are statements of opinion, Aot § of tact or rec dations to buy. hold, or sell any secunties

Standard & Poar’s uses billing and contact data collecled from subsciibers tor billing and order fultillment purposes, and occasionally to inform subscnbers
about products os services from Standard & Poor's, our parent. The McGraw-Hill Companies, and teputable third parties that may be of inlerest to them. All
subscriber billing and contact data collected is stored in a secure database in the U.S. and access is limited to avtharized persons If you would prefer not to
have your information used as outlined in this notice, if you wish to review your information for accuracy, or lor more information on our pirvacy practices,
please call us at (1) 212-438-7280 or write us at: privacy@standardandpoors com. For more information about The McGraw-Hill Companies Privacy Policy
please visit www.mcgraw-hill com/privacy.himi.

Analytic services provided by Standard & Poor's Ratings Services (*Ratings Services'] are the result of separate activities designed to
preserve the independence and objectivity of ratings opinions. Credit ratings issued by Ratings Services are salely statements of opinion
and not statements of fact or recommendations to purchase, hold, or sell any securities or make any other investment decisions.
Accordingly, any user of credit ratings issued by Ratings Services should not rely on any such ratings or other opinion issued by Ratings
Services in making any investment decision. Ratings are based on information received by Ratings Services. Other divisions of Standard
& Poor's may have information that is not available to Ratings Services. Standard & Poor’s has established policies and procedures to
maintain the confidentiality of non-public information received during the ratings process

Ratings Services receives compensation for its ratings. Such compensation is normally paid either by the issuers of such securities or by
the underwriters participating in the distribution thereof. The fees generally vary from US$2,000 1o over US$1,500,000. While Standard
& Poor's reserves the right to disseminate the rating, it seceives no payment for doing so, except for subscriptions to its publications.

Permissions: To reprimt, ranstate, or quote Standard & Poor's publications, contact: Client Services, 55 Water Street, New York, NY
10041; {1) 212-438-9823; or by e-mail to: research_request@standardandpoors.com

The McGraw-Hill Companies
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Moody’s Investors Service

7 World Trade Center at 250 Greenwich Sireet
New York, NY 10007

December 18, 2007

Ms. Julie Scherer
Rutherford County, NC
289 N Main Street
Rutherfordion, NC 28139

Dear Ms. Scherer:

We wish to inform you that on November 28, 2007, Moody’s Rating Committee
reviewed and assigned a rating of A3 to Rutherford County, NC's Certificates of
Participation, Series 2007 issued through Rutherford County Public Facilities Company.

In order for us to maintain the currency of our ratings, we request that you provide
ongoing disclosure, including annual financial and statistical information.

Moody's will monitor this rating and reserves the right, at its sole discretion, to revise or
withdraw this rating at any time in the future.

The rating, as well as any revisions or withdrawals thereof, will be publicly disseminated

by Moody's through normal print and electronic media and in response to verbal requests
to Moody's ratings desk.

Should you have any questions regarding the above, please do not hesitate to contact me
or the analyst assigned to this transaction, Elizabeth Bergman, at 212-553-4648.

Sincerely,

AUl A,

Patrick C. Mispag
Vice President/Senior Analyst

CC: Mr. Matt Burge
Wachovia Bank

301 Seuth College Street NC0612, 9th Floor
Charlotte, NC 28202
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:‘-‘-'é Global Credit Research
gL _," New Issue
T Moody's Mvestors Service 30 NOV 2007

New Issue: Rutherford {County of) NC

MOODY'S ASSIGNS A2 GO AND A3 COPS RATINGS TO RUTHERFORD'S COUNTY’S (NC) $1.5 MILLION GO
BONDS AND $15.3 MILLION CERTIFICATES OF PARTICIPATION

AFFIRMS A2 RATING ON $13.8 MILLION OF OUTSTANDING GO DEBT

Rutherford (County of) NC
County
NC

Moody's Rating

ISSUE RATING
Certificates of Participation, Series 2007 A3
Sale Amount $15,350,000
Expected Sale Date 12/12/07

Rating Description Certificates of Participation
Opinion

NEW YORK, Nov 30, 2007 ~ Moedy’s Investors Service has assigned an A2 rating to Rutherford County's
{NC) $1.5 million General Obligation Bonds, Series 2006 and an A3 rating to the county's $15.3 million
Certificates of Participation, Series 2007, issued through the Rutherford County Public Facilities Corporation.
The GO bonds are secured by an unlimited ad valorem tax pledge of the county and will fund water and
sewer line extensions. The A2 reflects a diversifying rural taxbase in westemn North Carolina, an average

debt burden and solid financial position. Concurrently we have affirmed the A2 rating on $13.8 million of
outstanding GO debt.

The Certificates of Participation (COPs) are secured by installment payments, subject to annual
appropriation, and by recourse to an essential school building (Rutherfordton Elementary) in the event of
non-appropriation. The COPs will fund construction of a Rutherfordton Elementary. The rating reflects the

essential nature of the pledged asset, adequate legal provisions for certificate-holders, and the long-term
rating characteristics of the county itself.

SATISFACTORY LEGAL PROTECTIONS FOR CERTIFICATE HOLDERS; ESSENTIAL ASSETS
PLEDGED AS COLLATERAL

Moody's believes that the essential nature of the pledged assets mitigates the risk of non-appropriation by
the county, and that other legal provisions adequately protect certificate-holders. In the event of non-
appropriation, the county would lose tille lo an elementary school and the land on which it sits, providing
collateralization of over 100% of outstanding principal under the Trust Indenture. The county will make
payments under the Instaliment Purchase Contract directly to the Trustee, at least five days prior to debt
service payment dates. Further strengthening security, the county has covenanted to include he
appropriation in its preliminary budget, and it must be removed from the annual budget by an affirmative vote

of the counly commission. Under the Instalfment Purchase Contract title insurance will also be secured by
the county.

RURAL WESTERN NORTH CAROLINA TAXBASE WITH DIVERSIFYING MANUFACTURING SECTOR
AND NEW RESIDENTIAL PROPERTIES

Moody's expects that the county's $5.6 billion taxbase in the foothills of the Smoky Mountains will benefit
from county efforls to diversity the taxbase. Included in the diversification is development of high-end
residences, mostly targeted at retirees. County officials report thal 12,000 acres are in active subdivision and
2,700 residential units are expected over the next 10 years. While 1,100 lots have been sold, significant
housing construction has not begun. Following a revaluation, the 2008 taxbase grew 1o $5.6 billion, a 33%
increase over the previous year, reflecting, in part, the new high end subdivisions. The lop taxpayers list has
diversified over the last several years and leaving only three textiles and furniture manufacturers on the top
ten taxpayers list, which comprise only 1.5% of that list. Economic development efforts have been focused on
diversilying the county’s manufacturing base toward chemicals, plastics and aulomotives. Duke Energy,
which represents 4.3% of the county's taxbase, is making improvements 15 L&S coal-fired power generation



facility; the construction is expected to generate 2,000 construction jobs in the medium term. Growth in the
building trades, supported by Duke Energy and residential construction and job training assistance from the
states, are expected to have a positive impact on unemployment levels, which have been elevated for most
of the past decade, with a recent high of 13.2% in February 2003. August 2007 levels, 6.5%, reflect a
moderation, but remain above the state and national rates (4.7% and 4.6% respectively).

AVERAGE DEBT BURDEN EXPECTED TO INCREASE BUT REMAIN MANAGEABLE

Moody's expects that the county's debt position will increase, but remain manageable, given additional
borrowing plans and average debt burden (1.3% direct debt). The county's debt plans include $8.5 million
and $9 million of installment purchase contracts in 2008 and 2009 respectively. Current debt amortizes
rapidly with 59.8% of all principal retired within 10 years.

STABLE RESERVE POSITION WITH CONSERVATIVE MANAGEMENT PRACTICES

Moody's believes the county's financial position will remain healthy given conservative management
practices and a track record of stable reserves, which have approximated 27% over the last four years. The
county has generated operating surpluses each of the last five years reflecting conservative budgeting. In
2007 the county added $577,000 to reserves, despite the appropriation of $2.2 million of reserves as a
revenue in the budget, through an underspending of appropriations, and ended the year with $15 million in
General Fund balance (27.4% of revenues). Evidencing additional financial flexibility, the county maintains
two capital reserve funds, one county and one for school purpases; at the end of 2007 these equaled
$824,000 and $1.5 million respectively. While the 2008 budget includes the use of $1.2 million of reserves as
a revenue source, we do not expect that the county will use the reserves given the county’s history of
replenishing appropriated reserves. The budget does not include any impact of the state's recent reform in
Medicaid funding. However, moving forward the county expects reform will have a positive financial impact
on its financial condition given that Medicaid expenses have been growing faster than sales tax revenues.

KEY FACTS:

2008 Population: 63,867

2006 Fult Valuation: $5.7 billion

Full Value Per Capita: $89,098

1999 Per Capita Income as % of State: 80.1% (75.5% of the US)
1999 Median Family Income as % of Slate: 81.6% {64.9% of the US)
Debt Burden: 1.3%

Payout of Principal (ten years): 59.8%

Unemployment Rate {8/07): 6.5 %

FYO07 Total Fund Balance: $15 million (27.4% of General Fund Revenues)
Analysts

Elizabeth Bergman
Analyst

Public Finance Group
Moody's Investors Service

Zeynep S. Altinordu
Backup Analyst

Public Finance Group
Moody's Investors Service

Patrick Mispagel

Senior Credit Officer
Public Finance Group
Moody's Investors Service

Contacts
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Journalists: (212) 553-0376
Research Clients: (212) 5563-1653

© Copyright 2007, Moody's Investors $ervice, Inc. and/or its licensors including Moody’s Assurance Company, inc.
(together, "MOODY'S"). All rights resesved.

ALL INFORMATION CONTAINED HEREIN 1S PROTECTED BY COPYRIGHT LAW AND NONE OF SUCH INFORMATION MAY BE
COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, BISSEMINATED,
REDISTRIBUTED OR RESOLD, GR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY
FORM OR MANMER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT. All
information contained herein is obtained by MOCDY'S frem sources believed by it to be accurate and reliable. Because of the
possibllity of human or mechanical error as well as other factors, however, such information is previded “as is” without warranty
of any kind and MOODY'S, in particular, makes no representation or warranty, express of implied, as to the accuracy, timeliness,
completeness, merchantability or fitness for any particular purpose of any such information. Under re drcumstances shall
MOODY’S have any liability to any person or ertity for {2} any loss or damage in whole or in part caused by, resulting from, or
relsting to, apy ersor (negligent or etherwise} or other circumstance or contingency within or outside the controf of MOODY'S or
ary of its directars, officers, employees or agents in conrection with the procurement, collection, compilation, anzlysis,
interpretation, communication, publication ar delivery of any such information, or (b} any direct, indirect, special, censequential,
compensatory or inddental damages whatsoever (incluging without limitetion, lost profits), even if MCGODY'S is advised in
adveance of the possibility of such damages, resblting from the use of or inability to use, any such information. The credit ratings
arnd financial reporting analysis cbservations, if any, constituting past of the infermation centainad herein are, and must be
construed solely as, statements of opinick and not statements of fact or recommendations te purchase, selt er hold any
securities. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR
FITNESS FOR ANY PARTICULAR PLIRPOSE DF ANY SHCH RATING OR OTHER OPINICN GR INFORMATION IS GIVEN OR MAGE 1Y
MOODY'S IN ANY FORM OR MANNER WHATSCEVER. Each rating or other opinton must be weighed solsly as one factor in any
investment decision made by or on behalf of any user of the information contained herzin, and each such user must accordingiy
snake its own study and evaluation of each security and of each issuer and guarantor of, ard each provider of credit support for,
ezch security that it may consider puvchiasing, holding or selling.

MOODY'S hereby discloses that most issuers of debt securities (including corporate and municpal bends, debentures, notes and
cormimercial paper) and preferred stock rated by MOODY'S have, prior to assigniment of any rating, agreed te pay to MGCDY'S for
appraisal and rating senices rendered by it fees ranging from $1,500 to spproximately $2,400,8G8, Moody's Cerporatio (MCO)
and its wholiy-cwned cregit rating agency subsidiary, Mocdy's Investors Service (MIS), aise maintain policies and proce 28 1

ctors of MCO and rated entitizs, and betwa
hership interest in PICO of more than 5%, is posted annwally en Moody
keading "Shareholder Reiations - Corporate Governance - Directer and Shareholder Affiliation Poficy.
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Moody’s Investors Service

7 World Trade Center at 250 Greenwich Street
New York, NY 10007

January 03, 2008

Julie Scherer

Rutherford (County of) NC
289 N Main Street
Rutherfordton, NC 28139

Dear Ms. Scherer:

We wish to inform you that on November 28, 2007, Moody’s Rating Committee
reviewed and assigned a rating of A2 to Rutherford (County of) NC's General Obligation
Bonds, Series 2008.

In order for us to maintain the currency of our ratings, we request that you provide
ongoing disclosure, including annual financial and statistical information.

Moody's will monitor this rating and reserves the right, at its sole discretion, to revise or
withdraw this rating at any time in the future.

The rating, as well as any revisions or withdrawals thereof, will be publicly disseminated

by Moody's through normal print and electronic media and in response to verbal requests
to Moody's ratings desk.

Should you have any questions regarding the above, please do not hesitate to contact me
or the analyst assigned to this transaction, Elizabeth Bergman, at 212-553-4648.

Sincerely,

(A egay
Patrick Mispag /M
Vice President/Senior Analyst

cC: .

Martha Lasater

Local Government Commission, NC
325 N. Salisbury St.

Raleigh, NC 27603-1385
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Global Credit Research
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New Issue: Rutherford (County of) NC

MOODY'S ASSIGNS A2 GO AND A3 COPS RATINGS TO RUTHERFORD'S COUNTY'S (NC) $1.5 MILLION GO
BONDS AND $15.3 MILLION CERTIFICATES OF PARTICIPATION

AFFIRMS A2 RATING ON $13.8 MILLION OF OUTSTANDING GO DEBT

Rutherford (County of) NC
County
NC

Moody's Rating

ISSUE RATING
Certificates of Parlicipation, Series 2007 A3
Sale Amount $15,350,000

Expected Sale Date 12/12/07
Rating Description Cerlificates of Participation

Opinion

NEW YORK, Nov 30, 2007 -- Moody’s Investors Service has assigned an A2 rating to Rutherford County’s
{NC) $1.5 million General Obligation Bonds, Series 2006 and an A3 rating to the county's $15.3 million
Ceriificales of Participation, Series 2007, issued through the Rutherford County Public Facilities Corporation.
The GO bonds are secured by an unlimited ad valorem tax pledge of the county and will fund water and
sewer line extensions. The A2 reflects a diversifying rural taxbase in western North Carolina, an average

debt burden and solid financial position. Concurrently we have affirmed the A2 raling on $13.8 million of
outstanding GO debt.

The Certificates of Participation (COPs) are secured by installment payments, subject to annual
appropriation, and by recourse to an essential school building (Rutherfordton Elementary) in the event of
non-appropriation. The COPs will fund construction of a Rutherfordion Elementary. The rating reflects the

essential nature of the pledged assst, adequate legal provisions for certificate-holders, and the long-term
rating characteristics of the county ilself.

SATISFACTORY LEGAL PROTECTIONS FOR CERTIFICATE HOLDERS; ESSENTIAL ASSETS
PLEDGED AS COLLATERAL

Moody's believes that the essential nature of the pledged assets mitigates the risk of non-appropriation by
the county, and that other legal provisions adequately protect certificate-holders. In the event of non-
appropriation, the county would lose title to an elementary school and the land on which it sits, providing
collateralization of over 100% of outstanding principal under the Trust indenture. The county will make
paymenis under the Installment Purchase Contract directly to the Trustee, at least five days prior to debt
service payment dates. Further strengthening security, the county has covenanted to include the
appropriation in its preliminary budget, and it must be removed from the annual budget by an affirmative vote
of the county commission. Under the Instaliment Purchase Contract title insurance will also be secured by
the county.

RURAL WESTERN NORTH CAROLINA TAXBASE WITH DIVERSIFYING MANUFACTURING SECTOR
AND NEW RESIDENTIAL PROPERTIES

Moody's éxpects that the county’s $5.6 billion taxbase in the foothills of the Smoky Mountains will benefit
from county eHorts to diversify the taxbase. Included in the diversification is development of high-end
residences, mostly targeted at retirees. County officials report that 12,000 acres are in active subdivision and
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2,700 residential units are expected over the next 10 years. While 1,100 lots have been sold, significant
housing construction has not begun. Following a revaluation, the 2008 taxbase grew to $5.6 billion, a 33%
increase over the previous year, reflecting, in part, the new high end subdivisions. The top taxpayers list has
diversified over the last several years and leaving only three textiles and fumiture manufacturers on the top
ten taxpayers list, which comprise only 1.6% of that list. Economic development efforts have been focused on
diversifying the county’s manufacturing base toward chemicals, plastics and automotives. Duke Energy,
which represents 4.3% of the county's taxbase, is making improvements to its coal-fired power generation
facility; the construction is expected to generate 2,000 construction jobs in the medium term. Growth in the
building trades, supported by Duke Energy and residential construction and job training assistance irom the
states, are expected to have a positive impact on unemployment levels, which have been elevated for most
of the past decade, with a recent high of 13.2% in February 2003. August 2007 levels, 6.5%, reflect a
moderation, but remain above the state and national rates (4.7% and 4.6% respectively).

AVERAGE DEBT BURDEN EXPECTED TO INCREASE BUT REMAIN MANAGEABLE

Moody's expects that the county’s debt position will increase, but remain manageable, given additional
borrowing plans and average debt burden (1.3% direct debt). The county's debt plans include $8.5 million
and $9 million of installment purchase contracts in 2008 and 2009 respectively. Current debt amortizes
rapidly with 59.8% of all principal retired within 10 years.

STABLE RESERVE POSITION WITH CONSERVATIVE MANAGEMENT PRACTICES

Moody’s believes the county’s financial position will remain healthy given conservative management
praclices and a track record of stable reserves, which have approximated 27% over the last four years. The
county has generaled operating surpluses each of the last five years reflecting conservative budgeting. In
2007 the county added $577,000 to reserves, despite the appropriation of $2.2 million of reserves as a
revenue in the budget, through an underspending of appropriations, and ended the year with $15 million in
General Fund balance (27.4% of revenues). Evidencing additional financial flexibility, the county maintains
two capital reserve funds, one county and one for school purposes; at the end of 2007 these equaled
$824,000 and $1.5 million respectively. While the 2008 budget includes the use of $1.2 million of reserves as
a revenue source, we do not expect that the county will use the reserves given the county's history of
replenishing appropriated reserves. The budget does not inciude any impact of the slate's recent reform in
Medicaid funding. However, moving forward the county expects reform will have a positive financial impact
on its financial condition given that Medicaid expenses have been growing faster than sales tax revenues.

KEY FACTS:

2006 Population: 63,867

2006 Full Valuation: $5.7 billion

Full Value Per Capita: $89,098

1999 Per Capila Income as % of State: 80.1% (75.5% of the US)
1999 Median Family Income as % of State: 81.6% (64.9% of the US)
Debt Burden: 1.3%

Payout of Principal (ten years): 59.8%

Unemployment Rate (8/07): 6.5 %

FYO7 Total Fund Balance: $15 million (27.4% of General Fund Revenues)
Analysts
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AVERAGE SCHOOL COSTS

# Total Cost Building Area Cost/sq.ft.
Year: 2008
Elementary 19 $239,900,428 1,677,150 $143.04
Middle 5 $113,436,598 755,709 $150.11
High 5 $224,397,830 1,014,839 $221.12
Other 1 $14,370,000 92,681 $155.05
Totals/Avg: 30 $592,104,856 3,540,379 sq.ft. $167.24
Year: 2007
Elementary 29 $396,145,543 2,615,460 $151.46
Elem/Middle 1 $19,233,500 118,616 $162.15
Middle ' 6 $104,558,992 680,766 $153.59
High 6 $207,519,405 1,201,516 $172.71
Other 1 $9,829,584 72,839 $134.95
Totals/Avg: 43  $737,287,024 4,689,197 sq.ft. $157.23
Year: 2006
Elementary 26 $349,860,511 2,418,474 $144 66
Middle 4 $61,742,226 473,366 $130.43
High 7 $185,518,210 1,164,514 $159.31
Other 2 $18,907,505 134,286 $140.80
Totals/Avg: 39 $616,028,452 4,190,640 sq.ft. $147.00
Year: 2005
Elementary 17 $206,067,375 1,526,896 $134.96
Middle 5 $89,544 208 627,668 $142.66
High 5 $184,265,946 1,157,586 $159.18
Other 1 $18,891,440 122,488 $154.23
Totals/Avg: 28 $498,768,969 3,434,638 sq.ft. $145.22
Year: 2004
Elementary 13 $127,795,581 1,147,196 $111.40
Middle 6 $84,851,883 732,256 $115.88
High 5 $155,420,887 1,334,621 $116.45
Other 1 $18,709,000 155,164 $120.58
Totals/Avg: 25 $386,777,351 3,369,237 sq.fi. $114.80
Year: 2003 -
Elementary 15 $114,610,674 1,204,469 $95.15
Elem/Middle 1 $10,612,350 102,000 $104.04
Middle 5 $54,946,432 614,192 $89.46
High 4 $83,834,609 797,494 $105.12
Totals/Avg: 25 $264,004,065 2,718,155 sq.fi. $97.13
Year: 2002 - )
Elementary 18 $146,057,689 1,531,003 $95.40
Middle 7 $79,314 526 873,810 $90.77

Costs are contract amounls for new schools and do not include land, furnishings, design fees,

surveys, testing or legal expense. All schools are not included - only reports received.
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AVERAGE SCHOOL COSTS

# Total Cost Building Area Cost/sq.ft.
High 2 $46,693,281 413,525 $112.92
Other 1 $4,540,500 44,489 $102.06
Totals/Avg: 28 $276,605,996 2,862,827 sq.ft. $96.62

Costs are contract amounts for new schools and do not include land, furnishings, design fees,
surveys, testing or legal expense. All schools are not included - only reporis received.
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